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Entrepreneurship the mediating role of finance and entrepreneurial education 




Purpose: This paper investigates the mediating role of access to finance and entrepreneurial 
education for Small and Marginal Farmers (SMFs) in the Indian northern state of Punjab. 
Furthermore, it examines the inter-mediatory role of entrepreneurs and the access to finance in the 
promotion of innovation, development and consequently poverty alleviation. 
Design / methodology / approach: To gain a deeper insight, we used a purposive sampling 
technique, involving in-depth, face-to-face interviews based on a semi-structured questionnaire 
amongst 185 farmers from the state of the Punjab in India. The combination of open ended and 
dichotomous questions amenable to the Likert scale, captured responses and the transcribed 
questionnaires were thematically analysed. 
Findings: Using the analysis of the quantitative and qualitative responses, we explain the cause and 
consequences of the finance gap and the impact of poverty on household income and the debt levels 
of SMFs. The findings suggest the expanding pool of SMFs is due to land ownership fragmentation 
that disenfranchises SMFs from accessing adequate finance thus limiting their ability to adapt to 
technological innovations, and therefore limiting their productivity and growth. This essentially limits 
their ability to transform their economic and social wellbeing. The findings from the data analysis 
suggest a lack of access to finance negatively impacts on SMFs’ ability to use innovative practices, 
technologies and productivity. This adversely affects income level, access to education and social 
goods to propel them out of poverty. The findings advocate that government policy should focus on 
land reforms, which provide adequate access to finance to enable the adaption of technology and an 
access to markets to empower marginal farmers.  
Research implications / limitations: Land fragmentation resulting with population growth in 
emerging economies continuously expands SMFs. To improve efficiency, productivity and 
entrepreneurial traits amongst SMFs, it is a pre-requisite to have an agile economy. However, in 
emerging economies such as India, the responses of 185 farmers suggest, a bespoke policy to 
promote the interest of SMFs through enabling them access to finance, technologies, training and 
education, continues to prove elusive. This novel empirical research provides evidence that demands 
that policy makers, commercial institutions and donors need to respond to the needs of SMFs to 
ensure food security and an optimal utilization of farmland. The limitation of this research is that the 
sample is from one country, which limits its generalization. The findings of this study could be 
enhanced by conducting comparative studies in other regions or economies.  
Originality / value:  This empirical study examined the barriers to enterprise for SMFs in the Indian 
Punjab; it examined the causes and consequences and the implications for food security for India. 
The findings of this study highlight the importance of developing the entrepreneurial capabilities of   
SMFs through effective education, training and above all through an adequate access to finance to 
enable them to adapt their technology. Furthermore, the findings make a case as to why SMFs are an 
integral part of the food chain and why it is necessary to enhance their efficiency, productivity and 
their access to finance.  














The importance of entrepreneurship amongst the agricultural sector has been 
recognised as an essential trait that promotes cohesive and progressive economic 
structures for progressive economies (Matlay, et al., 2012). An entrepreneurship 
strategy amongst farmers has evolved to ‘exploit the changes in the strategic 
environment’ (Alsos and Carter, 2006; Igwe et al., 2020; Zhou et al., 2019), either as 
a strategy to develop business or to secure economic survival to continue to retain 
an agro-based livelihood (Fitz-Koch et al., 2018). 
Therefore, it is not a surprise that the agricultural sector has gained the attention of 
academics, policy makers and governments around the world to develop 
interventionist policies and strategies to promote entrepreneurship initiatives 
amongst farmers. One such policy is to address the financial needs of farmers who 
have smallholdings. Adequate, timely and optimal levels of finance are important for 
the efficacy of the agricultural sector as the activities associated with the sector are 
resource intensive and seasonal (Wongnaa and Awunyo-Vitor, 2018). Small 
Marginal Farmers (SMFs) are observed to encounter similar constraints to Small 
Marginal Enterprises (SMEs). The agricultural sector at large, and SMFs in 
particular, have implications for poverty alleviation and food security for the rural 
economy that contains a high concentration of the population and a large amount of 
agricultural activity.  Improved access to finance enables SMFs to employ advanced 
technologies that enhance agricultural productivity that leads to poverty reduction 
and food security amongst farmers (Bashir et al., 2010). Studies by Awunyo-Vitor et 
al. (2018) for Ghana and Ijaz et al. (2019) for Pakistan, supported the view that 
improved access to finance influenced the productivity of yam and rice in these 
respective countries. Similar findings are supported by several studies, (Asante et 
al., 2014; Coelli and Battese, 1996; Martey et al., 2015) that adequate finance led to 
an increased productivity and efficiency amongst farmers. The successive findings 
support the assertion that adequate access to finance improves the welfare and 
efficiency of the agricultural sector; hence, the success or failure of the sector has 
important policy implications. 
Entrepreneurship, innovation and productivity amongst farmers, are dependent on 
farm size, land quality, labour and capital (Cele and Wale, 2020; Igwe et al., 2020). 
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The resource based view is that the owner/manager’s experience, network, skills 
and the land size of farmers affect their access to external finance, information and 
knowledge that contributes towards the success of the farmers’ economic and 
strategic growth (Barbieri and Mshenga, 2008; Phelan and Sharpley, 2012). 
Entrepreneurship amongst the agricultural sector has gained importance as the 
demand for land use grows and in developing economies, land fragmentation 
accelerates due to population growth. However, entrepreneurship studies consider 
the agricultural sector from the lens of efficiency – how to innovate and economically 
organise the land holdings to generate opportunities (Bryden and Geisler, 2007). The 
agricultural sector has remained a focal point of interest for national and international 
governments for decades due to its importance for food security and environmental 
implications. This suggests that for an understanding of the agricultural sector, there 
is a need to contextualise the sector (Zahra, 2007; Fitz-Koch et al., 2018). Through 
contextualising the agricultural sector, discernment of its dimension will yield a 
deeper insight as this provides an ‘historical, temporal, spatial, institutional and social 
context’ with which to understand entrepreneurship (Welter (2011). Within this 
context, we use Fitz-Koch et al.’s (2018) logic to examine the agricultural sector, in 
particular, its subset of Small and Marginal Framers (SMFs).  
Literature review  
The agricultural sector, for most economies, is large and the largest employer 
(employing one billion people) and it contributes 3% to the GDP (Bruinsma, 2017). 
According to the World Bank (2004: 2016b) the agricultural sector is considered as 
the backbone of the developing countries especially Indian economy as it is the 
largest employer and caters for masses. The entrepreneurial initiatives of farmers 
worldwide and in India, have led to a restructuring of the agricultural sector that has 
enabled larger farmers to gain control through vertical integration. However, 
according to researchers such as Alsos et al., (2011), Hendrickson et al., (2017) and 
Moreno-Pe´rez et al., (2015) smaller family owned farms continue to survive at large. 
Given the close attachment of Indian farmers with land and tradition where land 
ownership tends to be passed on to next generation; the agricultural sector has 
remained a way of life rather than a business in India (Bharti and Sagar, 2020). 
Despite the significant increase in the urban population in India, 72.2 per cent of the 
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population still lives in rural India (Bharti and Sagar, 2020; Patel et al., 2004; PoI, 
2016). However, in comparison with the West, Indian farmers’ land holding size 
continued to decline as land ownership is divided within families leading to a decline 
in the economies of scale. Whereas landownership in developed economies 
experienced a concentration of ownership through the acquisition of small farmers 
landholdings enabling the larger holdings to innovate and to employ advanced 
technology. Such structures enable the agricultural sector to align itself with the 
supply chain relationship to rationalise the interconnectedness between supplier and 
buyer (McElwee & Bosworth, 2010). In contrast, within many developing economies, 
90 percent of total landholdings are small, marginal and non-economical due to 
increasing cultivation costs (Dey, 2018; Meher, 2015). This suggests that agricultural 
entrepreneurship is a function of the agricultural environment, farmers’ 
competencies, access to finance that has been found to be often associated with 
older, larger size farms (Bateman and Ray, 1994). Barbiereri et al. (2008) suggest 
that farmers equally use a pecking order theory to access external finance and are 
reluctant to access external finance due to the perceived risk of losing control (Alsos 
et al., 2014 and Hansson et al., 2012). Hence, family composition, agricultural land 
size and the age of farms are contributory factors for the success of entrepreneurial 
strategies to alleviate poverty amongst SMFs.   
The unit of analysis in this paper is the individual small and medium sized farmer, 
based in the Indian Punjab. The region hosts 78% of the country’s farmers and 33% 
of the total cultivated land; the sector’s contribution is larger than that of the medium 
and large sized firms (Singh et al., 2002). Indian SMFs are embedded within the 
family’s social and economic structures that inform their practices; they tend to have 
an ambiguous understanding and application of entrepreneurial strategies for growth 
though they recognise enterprise has a positive effect on household income. 
Hinrichs, Gillespie and Feenstra (2004) capture the essence of Indian SMFs in that 
they are ‘social institutions’ and more than an enterprise as such. Therefore, size is 
not of the essence to many, though Sen (1964) reported an inverse relationship 
between farm size and productivity. Within India, SMFs are the main contributors to 
agricultural production but their efficiency and productivity remain low due to lower 
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learning processes, the under use of technology, poorer managerial skills, and 
entrepreneurial competencies and most importantly lack of access to finance.   
The finance gap is persistent amongst small enterprises and is often associated with 
a lack of collateral and the perceived non-financial viability of lending to farmers. Due 
to social taboos and the difficulty to secure sales of land and communial issues, 
banks tend to avoid taking land as a collateral. Therefore, a lack of access to 
external finance for SMFs forces them to access credit through informal sources 
such as families and traditional moneylenders. Informal, non-regulated 
moneylenders give rise to adverse outcomes in terms of high cost, social pressure 
and operating on harsh terms and conditions. Financial deepening and access to 
finance is a precursor to entrepreneurial initiatives that promote economic growth. 
This suggests that there is a need for an institutional framework that connects itself 
to local and regional policies for promoting enterprise amongst SMFs as advocated 
by Hoff & Stiglitz (1997); they  suggested that policy intervention in the rural credit 
markets of developing countries has largely failed to improve access to formal credit 
to  SMFs. The subsidised and directed credit provisions have mostly benefited larger 
farms. The consequence of finance constraint has led SMFs to use traditional 
methods of cultivation leading to low productivity because they are unable to make 
heavy investments for better irrigation facilities, seeds, fertilizers and machinery. 
These findings are supported by (Chavan and Sivamurugan, 2017; Dey, 2018; 
Kashanahs, 2001; Kohli and Singh, 2005; Murgai et al., 2001; Olubiyo, 2003) access 
to finance has limited growth amongst SMFs, findings supported by the World Bank 
(2001). Access to financial products and services is a key ingredient to promote 
entrepreneurship amongst SMFs and safeguard them against non-regulated informal 
financiers.  More than half of all credit providers to SMFs are informal lenders (Rajiv, 
et al., 2012); they charge high interest rates and use unethical tactics to exploit 
SMFs and this give rise to poor mental health and the impaired well-being of farmers 
and has led to a high incidence of suicide amongst SMFs.  
This paper reports the findings of an empirical investigation of the Punjab 
agricultural region that produces one per cent of rice, two per cent of wheat and two 
percent of cotton in terms of the total world production (GoP, 2010; Srivastava et al., 
2017). However, this incremental yield is associated with rising high marginal costs. 
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(Ghuman, 2001; Jelsma, et al., 2019; Singh et al., 2012). The ever-rising cost of 
cultivation and a declining net return has resulted in the heavy indebtedness of 
farmers (Ghuman, 2008) that demands a higher investment and entrepreneurial 
innovation, which requires access to finance to enhance productivity and mitigate the 
effects of poverty. The paper analyses the pertinent questions such as what are the 
barriers to enterprise amongst SMFs, what is the extent of poverty among farming 
households and what are the possible strategies to improve access to finance and to 
promote an entrepreneurial mind-set to alleviate poverty among SMFs? Thus, the 
factors influencing farmers’ access to financial services and the effect of credit on 
productivity and poverty are investigated by examining the following areas: 
 
- The effect of credit on farm productivity and the level of poverty amongst 
farmers 
- Relationship between entrepreneurship and pervasive social-cultural and 
economic  factors 
- Empowering characteristics of agricultural entrepreneurship.  
 
Entrepreneurship, access to finance and poverty alleviation amongst farmers   
Entrepreneurship within the agricultural sector has been reported to reduce poverty 
(World Bank, 2008) this suggests that there is a case for providing an enabling 
environment for SMFs to engage with entrepreneurial-based activities. Bee (2007) 
suggests that when developing the entrepreneurial attributes of farmers, access to 
finance is a prerequisite, as the sector requires the adoption of agricultural 
technology. Access to finance for SMFs is contingent on collateral and an 
information set that enables lenders to assess default risk through screening and 
then estimating the probability of default and monitoring. However, SMFs do not 
have the capacity, financial knowledge or the viable collateral to secure loans to 
purchase agricultural technologies to boost productivity, reduce the costs of 
production and negate the outcomes associated with poverty.  
 
Poverty is a relational condition that arises from the operation of existing social 
relations and the adverse terms of inclusion in socio-economic systems (Mosse, 
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2007; Williams et al., 2012). Tilly’s interactional theory of inequality suggests that 
asymmetric relations across unequal and socially recognised categories, generates 
poverty when value-producing resources are exclusively held by an in-group 
(opportunity hoarding), or when that group manages to extract value from the efforts 
of others (exploitation) (Tilly, 2007; Williams et al, 2012). In terms of SMFs, the 
‘hoarders’ are informal lenders who use economic power to exploit small farmers. 
Within this context, social identity matters as it influences access to resources, 
leaving the control of resources for the dominant groups (Jelsma et al., 2019; Harris-
White, 2005:2006; Hickey and du Toit, 2013; Mosse, 2007). Such an environment 
leads to social, economic and financial exclusion amongst smaller farmers that limits 
their entrepreneurial activities. Concurrently, several studies (Krishna, 2004: 2006; 
Krishna et al., 2005; Singh, 2010; Vatta et al., 2008) related to India, have 
highlighted that these three factors: health expenses, high indebtedness from 
informal sources and extravagant social and customary expenses, mainly cause 
Indian households to descend into poverty.  
 
Poverty Alleviation Programmes in India 
Poverty is a social stigma that has received considerable attention in developing 
economies. Governments and associated agencies increasingly sought to alleviate 
poverty using multiple approaches.  Kumari and Singh (2009) suggested efforts are 
being made to identify the critical factors that mitigate poverty at large, specifically in 
India. Since the 1970s and progressively in the 2018s developing economies have 
used multidimensional techniques to promote growth and to negate the effect of 
poverty (Diao et al., 2019; Wang and Wang 2020). Consequently, progressive 
governments in India have put in place poverty alleviation programmes to support 
rural areas through the Integrated Rural Development Programme (IRDP) started in 
1970. The success of IRDP has meant that by the 1980s, the scheme was extended 
to schedule castes and tribes, women and rural artisans. To address the wage 
unemployment (unemployment during the lean agricultural season as well as during 
the drought and floods), the National Social Assistance Programme (NSAP) in 1995 
was introduced (Ansari and Akhtar, 2012; Ashraf, 2020; Das and Patnaik, 2020). 
Despite all of the concerted efforts by the government, at the end of 20th century, 260 
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million people in India were living below the poverty line (Ansari and Akhtar, 2012; 
Manzoor, 2019). According to the World Bank (2020), approximately 80% of the 
Indian population lives on less than $2.17 per day. The Tendulkar Committee 
reported that 37% of people in India live below the poverty line. According to the 
report one in three Indians lives below the poverty line (Singh et al., 2012) and the 
majority of them, (75%) live in rural India (Ansari and Akhtar, 2012; Ashraf, 2020; 
Manzoor, 2019). Hence, for this study, following the World Bank’s methodology 
(World Bank, 2016a: 2019) of $1.90 a day is used to estimate the population living 
below the poverty rate (BPR) and Rangarajan (2014) suggested poverty in rural 
areas and especially amongst SMFs has deteriorated over time. This high incidence 
of poverty is a matter of concern in view of the fact that poverty eradication has been 
one of the main millennium development goals.  
Banerjee et al., (2002) identified the Punjab, once a grain bowl of India, particularly 
affected state in the country along with Kerala, Andhra Pradesh and Assam, with a 
serious level of poverty and hunger. Overall, India has achieved growth (Ashraf, 
2020) nonetheless at the same time economic inequalities have grown in India too 
(Manzoor, 2019; Sen and Himanshu, 2005). This is evidenced from the upward 
trajectory of consumption level over the last three decades, including amongst those 
in the top 20% of the rural population (Chancel and Piketty, 2017; Himanshu and 
Murgai, 2018), yet the bottom 80% of the rural population remains relatively poor. 
This illustrates the income/distribution disparity among rich and poor, urban and rural 
India. However, the sources, nature and consequences of poverty are diverse and 
multi-dimensional and demand a multi-prolonged approach as the majority of 
agricultural production takes place in the rural areas where, the level and incidence 
of poverty are most pronounced. This study estimates the trend, structure and 
determinants of poverty (level of income, the extent and nature of poverty and 
indebtedness) amongst rural households and SMFs.  
 
Land Fragmentation 
Agriculture performance disparity across regions in India and the factors influencing 
it, has been a subject of debate among academic researchers and policy makers 
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(Mamgain, 2019). Researchers such as Birthal et al. (2014) and Bhalla and Singh 
(2012) identified the differences in the speed and pattern of technological change, 
institutional setting and environmental conditions, as the factors causing uneven 
agricultural growth. By contrast, Banerjee and Iyer (2005) blamed the property right 
regime, created during the colonial period, for the variable pace and pattern of 
agricultural growth in post-independence India. Population growth and cultural 
systems as well as partible inheritance, have facilitated land fragmentation (supply-
side cause, McPherson, 1982) and this is further exacerbated by a lack of support 
from credit providers (Sinha and Kumar, 2010). Small land holdings become 
unviable because small farms lack economies of scale and are unable to exploit 
technology usage. Consequently, this serves to ‘push’ farmers to seek employment 
in larger urban areas.  
Poverty gives rise to social and legal implications (Foster and Rosenzweig, 2010). 
Figure 1.1 demonstrates the land fragmentation that depicts how fragmentation 
leads to sub-optimal outcomes, land is distributed amongst the next of kin. 
Consequently, the costs exceed the benefits whilst in the case of land consolidation 
the benefits exceed the costs, as is mostly the case in USA and the West. Land 
consolidation programmes failed due to the unwillingness of the landowners to 
participate because of the fear that they will be driven out of agriculture due to farm 
mechanization facilitated by land consolidation (Niroula and Thapa, 2005; 2007). 
Other impediments in conducting land consolidation as Singh (1987) cited in Niroula 
and Thapa, (2005) are a lack of scientific land records, corrupt bureaucracy, legal 
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Figure 1.1: General representation of land fragmentation and consolidation 
India is experiencing a decline in farm size from 1.57 hectares (ha) to 1.33 ha 
(GoI, 2015; Hazell et al., 2010) this is mainly due to inheritance law governing  
property (Ghatak and Roy, 2007) that continues to reduce agricultural land size 
unlike the USA and other Western countries. This suggests that it is imperative to 
address the issue and to make small and marginal landholdings more productive. 
There is a need to study the issues affecting marginal farmers in order to enhance 
their productivity and to mitigate the negative consequences relating to poverty.  
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Entrepreneurial capability, access to finance and poverty in rural areas are 
inextricably connected (Adeniyi, 2019; Goyal, 2018; Sandhu et al., 2012:17). Poverty 
amongst SMFs gives rise to inequality and migration towards urban cities (Baldwin, 
2018; Manzoor, 2019; Sandhu, 2007:2020). Therefore, the embedding of enterprise 
amongst small farmers, is a desirable research objective.     
Data collection and Sample 
A mixed methods approach was used to collate, cross-tabulate and analyse 
the data captured during the in-depth, face-to-face interviews based on a semi-
structured questionnaire carried out in July 2017 with a usable sample of 185 
farmers, out of 250 approached, from the state of the Punjab in India. This method is 
supported by experts such as Newman (2000) and O’Hare (2020), who advocate 
using a face-to-face interview format instead of a self-administered questionnaire to 
obtain reliable data, especially SMFs are unable to read and write or provide 
structured answers in a written format.  The questionnaire was piloted with groups of 
farmers and the revised questionnaire was distributed among entrepreneur farmers 
(McElwee, 2008; McElwee, and Bosworth, 2010). To make the questionnaires 
accessible, either the researcher herself or the interpreter carried out the interviews. 
Table 1 classifies the sample into five groups according to the size of land holding, 
landless, (not owning /possessing any land), marginal farmers (up to 1 acre of land), 
small farmers (1-2 acres of land), medium farmers (2-4 acres of land) and large 
farmers (10 acres and above).  
The location of the fieldwork is the Punjab, North India as depicted in Figure 
1, with an area of 50,362 square kilometres, population of 29,673,462, of which 66 
per cent are located in the rural areas (Population of India, 2016). The 5 selected 
districts (Gurdaspur, Jalandhar, Amritsar, Patiala and Nawanshahr) of the state of 
Punjab, highlighted in Figure 1.2, have unique socio-demographic and geographical 
characteristics. The Gurdaspur, Amritsar and Patiala districts have a high density of 
small and mid-sized farms whereas Jalandhar and Nawanshahr have medium and 
large sized farms. Table 1 provides statistics for the different categories of farmers 
who took part in the study. Participants were identified through a purposive sampling 
technique and interviews were taped and transcribed. The interviews were coded 
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and analysed with NVivo, to assist in identifying and mapping patterns from the 
qualitative data and quantitative data was used to carry out a numerical analysis. 
 
 
     Figure 1.2: Map of Indian Punjab 





INSERT TABLE 1 HERE 
 
Poverty measurement criteria:  
A household was classified as poor if its per capita per day income is less than $1.90  
based on the World Bank Criterion and the income was  estimated using purchasing 
power parity (PPP) between the USD (US dollar) and the Indian Currency (Rupees), 
where 1USD= Rs 14.67 (Singh et al., 2012). In the most recent literature on the 
incidence of poverty, the World Bank (2016:2019) suggested two measures. 
Following the World Bank’s methodology (GoI, 2011) $1.90 per day is used as the 
poverty measurement criteria for this study: Annual per capita income = Rs. 
18,418.95 per annum, per person.  
 
The Empirical model:  
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The multiple regression model is used to analyse the factors, which explain and 
influence poverty amongst small farmers. The multiple regression model used is:  
Y= ax1 b1. x2 b2……xnbn  
Where, Y is the dependent variable, x1 through xn are explanatory variables, 
‘a’ is the constant term and b1 through bn are the regression coefficients for x1 
through xn, respectively. 
 
Determinants of Income-based Poverty: Category-wise 
Based on well-recognised criteria, poverty is measured in terms of per capita income 
or per capita consumption. Therefore, the factors that affect the per capita income or 
per capita consumption expenditure of the marginal and small farm-size categories 
are considered to be the determinants of poverty. The variables used to capture the 
relationship are: 
Y = f (x1,x2,x3,x4,x5,) 
Where, Y = Per capita income (Rs.) 
x1 = family-size (number) 
x2 = Per capita income from subsidiary occupations (Rs.) 
x3 = Per capita expenditure on education 
x4 = No. of earners 
x5 = Land/Farm-size (acres) 
The regression model attempts to explain the variations in per capita income of 
the marginal and small farmers in the rural Punjab. Variations in the per capita 
income of the marginal and small farmers are explained by family-size, income from 




The results reported in Table 2 exhibit the extent of poverty in the selected 
agricultural households. Poverty incidences were high among the small farmers (64 
per cent) and marginal farmers (80 per cent). Furthermore, female-headed 
households experienced higher levels of poverty than their male counterparts. These 
findings are opposite to those of Ogwumike and Akkinnibosun (2013), who reported 
for Nigeria. This variation could be attributable to the fact that male farmers are 
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involved in many other occupations besides farming whereas women in rural areas 
have limited skills and limited scope to seek external jobs. This disadvantage is 
further exacerbated due to cost and class discrimination. Moreover, the limited 
access to finance and lack of collateral make female farmers less bankable, 
consequently, they are unable to increase the agricultural productivity, which limits 
their entrepreneurial engagement. In India, this poses a special challenge because 
women play a larger role in agriculture than men especially within small land 
holdings (Sandhu et al., 2012; 2017; Sandhu, 2020). 
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To promote entrepreneurial talents amongst female entrepreneurs’ conscious 
efforts need to be made to educate and provide credit facilities for female farmers. 
As reported in table 2, poverty incidence is higher in farmers’ households with family 
members aged between 20-30 and above 60. There is an inverse relationship 
between the informal lenders and poverty levels, exhibiting a vicious cycle of debt 
and the respondents felt trapped as one of the marginal farmer respondents 
articulated:  
“Setting-up an alternative business requires money, bank need collateral and we do 
not have enough land or other assets to pledge. Therefore, we have to rely on 
informal lenders to buy our crops and keep all money, leaving us with nothing 
educate children or even buy medicine.” 
In addition, now large farmers are also facing the problem of land 
fragmentation. They have also reported their concern about land fragmentation as 
their family sizes grow. Congruently, there is an observed trend that wealthy farmers 
are keen to send some of their children abroad. One respondent showed concern 
that “I am really worried about my grandchildren what they will do in life, who are just 
going to get small parcels of land.” 
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Instead of developing enterprises, there was an observable trend amongst the 
youth from the Jat (cast) community to migrate abroad, this is trend is noted amongst 
SMFs. However, 90% of landowners do not want to sell their land. One respondent 
stated “One of my son want to sell his share of land and go to Canada to get a better 
life. But he does not understand Jats are recognised by their land holdings, it is their 
pride.” There was also an unwillingness amongst farmers to consolidate or lease out 
their lands, 95 per cent answered ‘no’ to selling and leasing. Although 5 per cent 
were ready to lease. However, there was a common fear that they would lose out 
due to the corruption and various malpractices prevalent in India and a lack of laws 
that protect owners. This is a particular fear amongst owners living abroad. Adopting 
entrepreneurial practices and taking risk are hindered due to poor legal protection 
and due to various socio-cultural and socio-economic reasons (Niroula and Thapa, 
2005; Sandhu, 2020).  
Determinants of Income based Poverty 
Tables 3 & 4, illustrate the number of farmers living below the poverty line of $1.25 
per day. Within the sample, 52 out of 65 small and marginal farmers live below the 
poverty line. However, the independent percentages of the marginal and small 
farmers are 100 per cent (29 out of 29) for marginal and 64 per cent (23 out of 36) 
for small farmers respectively. Thus, this $1.25/ day or Rs. 18,418.95/annum 
measure establishes an inverse relationship between the land/farm size and the 
farmers’ population living below the poverty line. These findings are consistent with 
the guidelines by the Tendulkar committee, which state that a minimum of 0.8ha of 
farm size is needed to keep an agricultural family above the poverty line. 62 per cent 
of farmers in India own less than 0.80ha of cultivable land (Chand et al., 2011) and 
this figure continues to increase further with the ongoing division of landholdings. 
Close examination of the consequences of the division of land suggests that 36 
percent poverty increase in the presence of poverty, which affects farmers’ 
entrepreneurial initiatives to raise land yield, consequently have implications on their 
living standards. 
23 percent of farmers recognised the importance of exit from poverty and the 
retaining of land lies with innovative entrepreneurial initiatives such as agritourism. 
Agritourism proved very successful in European countries such as Italy, and it is 
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gaining popularity in North America and other countries (Carpio, et al., 2008). Arya 
and Akhtar (2019) suggested that to enhance the survival and income of marginal 
farmers, integrated farming may be the solution. However, marginal farmers 
suggested that they lack the skills and education to embrace Agritourism. However, 
when the respondents were asked about diversification and entrepreneurial means 
to increase income level, they either sometimes seemed to lack clarity as to how this 
could be achieved. When asked if they had ever considered crop diversification, 30 
per cent of small and marginal farmers dismissed the idea, suggesting that their 
knowledge of the benefit of other enterprises or within farming was limited or non-
existent, one respondent explained, “We don’t have enough land to experiment. 
Moreover, we have to buy wheat and rice to feed our families.” 
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The regression analysis, reported in table 5, suggests that all the variables such as 
family-size, income from subsidiary occupations, expenditure on education, number 
of earners and farm/land size are statistically significant. The findings exhibit that 
income from farming activities is inversely related to the poverty status of the 
household. This shows that as the income from farming activities increases, the 
probability of being poor decreases. These findings support and justify that land 
fragmentation is leading to poverty amongst the farming households. To arrest the 
poverty, small farmers need to enhance productivity and develop entrepreneurial 
initiatives to raise income level.  




The findings show that family-size impacts on the living standards of SMFs. The 
regression coefficient for this variable is negative and significant. The larger the 
family, the greater the consumption needs and thus, the higher the poverty status of 
the household. However, to an extent a larger household size also augments the 
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total labour supply of the farming household thereby enhancing its income-
generating potential, so the effect of larger household size on poverty may be 
neutralized. The regression coefficient for income from subsidiary occupations is 
significant at 1 per cent level of probability. This suggests that farmers supplement 
their income through secondary occupations in addition to working on their small 
farm-size. The supplementary income appears to have a more significant positive 
impact on the small households than on the marginal ones. In addition, the 
respondents in the survey, 43 percent, were reported to have secondary enterprises 
although the enterprises were related to the selling of produce from the farms. An 
activity that, according to the respondents, had significantly enabled them to support 
their children’s education.   
The regression coefficient for expenditure on education is significant, thereby 
expressing that an increase of 1 per cent in the expenditure on education will lead to 
an increase of 0.14 per cent income for the marginal farm-size households. Thus, 
education has a significant effect on poverty. With attainment of education amongst 
the farming households, the prospects of getting a better and remunerative job 
improve and amongst such groups, the presence of enterprise was observed to be 
higher. It is therefore imperative that education should receive a high priority if 
poverty is to be reduced. Furthermore, the regression coefficient for the number of 
earning members and farm-size is positive and statistically significant; suggesting 
that households with more earning members are financially better off than the 
households with less earning members. Therefore, promoting entrepreneurial 
education and opportunities creates more job opportunities in and out of agriculture 
that also mitigates the effects of poverty.  
The findings reported in table 5, suggest that the age of the farmers impacts on their 
financial positioning as well as on poverty levels amongst small farmers. It has been 
found that the poverty rate increases as the farmers move from the age group 20-29 
to 30-39, and then decreases for ages 40 years to 60 for medium and large farmers.  
This could be attributed to farmers’ land ownership rights, the financial deepening 
and shallowing that depicts such a relationship. This could be because at the early 
stage of life there is a greater energy and motivation to succeed. However, as the 
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head of the family gets older, this energy begins to decline which increases the 
chances of the farmers’ households falling into poverty. 
Discussion  
The purpose of the present study was to examine the mediating role of both access 
to finance and entrepreneurial education for SMFs in the Indian northern state of the 
Punjab. Further, it examines the inter-mediatory role of entrepreneurs and access to 
finance in the promotion of innovation, development and consequently poverty 
alleviation.  
In doing so, the paper acknowledges the importance of an entrepreneurial mind-set 
to alleviate poverty amongst farming households. In this study, a scrutiny of the 
empirical analysis reveals that due to land fragmentation, the size of small 
landholdings progressively decreases and eventually makes farming non-viable for 
SMFs even though they use various mechanisms to improve agricultural productivity, 
through diversifying their farming operations, lowering farming costs and expanding 
the size of their farming operations. However, a lack of finance, entrepreneurial 
education, skills and inhibits farming operations. Despite their willingness and 
positive psychological capital (attitude), SMFs are unable to take on-farm expansion 
initiatives, which consequently has a major impact on their income and living 
standards. The findings exhibit that income from farming activities is inversely related 
to the poverty status of the household. Nevertheless, household income can 
positively influence farmers’ willingness to expand (Cele and Wale, 2020; Jensen et 
al, 2015; Sandhu, 2020; Wang et al., 2020). This shows that as the income from 
farming activities increases, the probability of exiting poverty increases. These 
findings support and justify the view that land fragmentation is leading to poverty 
amongst the farming households. The findings suggest that SMFs are divested from 
enterprise due to their financial exclusion, a lack of access to education and large 
families’ sizes in comparison to large farmers’ situations. However, cultural and 
financial realities mean large farmers are also facing the problem of land 
fragmentation as family numbers grow and land is divided to provide an inheritance 
to all. These findings serve to extend the debate away from big quantitative studies 
and suggest that there is a need to undertake specific research on SMFs’ emerging 
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challenges to fill a specific gap within research, which has been missing in 
agricultural economics literature.  
The results demonstrates inverse relationship between poverty and SMFs’ 
entrepreneurial initiatives. It has been found that poverty is more visible in young and 
older households.  Young and educated, tended to leave the rural areas to work in 
cities. Whereas individuals with less education and in debt tend to stay behind to 
work on farms. Moreover, the findings of this study suggest that the younger 
population often do not want to engage in farming activities, as they do not see it as 
rewarding, results consistent with Cele and Wale’s (2020) research conducted in the 
Nigerian context. To raise the status and income of SMEs, agritourism and other 
farms of diversification can help, provided  the government address the structural 
issues (such as adequate security arrangements and infrastructures) for the hosts 
and the guests, as raised by the respondents in this study. These results support the 
resource based view of previous studies that reported that entrepreneurship, 
innovation and productivity amongst farmers is dependent on farm size, land quality, 
labour, capital and farmers’ skills and knowledge (Barbieri and Mshenga, 2008; Das 




The main premise of the paper is to promote entrepreneurial acumen and a desire to 
address the causes and consequences of poverty amongst SMFs. Enhancing 
entrepreneurial traits amongst small farmers could equip them to address the 
shortcomings arising from the diminishing returns from falling yield from small land 
holdings. The conclusions drawn from the study reveal that the income generated 
from the farming activities of the SMFs is insufficient to satisfy their needs. 
Therefore, measures to reduce poverty among SMFs should be aimed at improving 
the fertility of the land, providing a basic infrastructure to the poor in rural areas, 
enhancing access to credit and providing farmers with entrepreneurial education. 
Thus, uplifting their living standards by introducing innovation in farming practices 
and to embed entrepreneurial actions to augment income levels. Furthermore, a 
positive relationship between farm-size and farm business income suggests that 
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there is a strong case for land reforms in favour of the marginal and small farmers 
that will ensure optimal land holdings are maintained for their economic viability. 
There are examples in the literature where land reforms enhanced agricultural 
productivity in some of the states of India such as West Bengal, Kerala and recently 
Tripura and Karnataka (Banerjee et al., 2002; Lele et al., 2018). Under the tenancy 
reform in West Bengal, an estimated 1.6m tenants were registered and given 
heritable rights over tenanted land (Bandyopadhyay, 2003; Dasgupta, 2004). This 
suggests the government may reform financial institutions to improve access to 
finance, improve the functioning and lending procedure of the commercial banks and 
to strengthen the functioning of co-operative banks. Entrepreneurial education 
amongst the SMFs will serve to increase employment creation opportunities and 
lead to the establishment of balanced farming enterprises. The findings suggest that 
there is a need for empirically rigorous, longitudinal research to measure the impact 
of supporting small and marginal farmers through improved access to finance, 
providing adequate land holdings and entrepreneurial education in order to mitigate 
the effects of poverty. 
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